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ABSTRACT 
This study investigates SMEs in Yogyakarta – Indonesia about the roles of management commitment and government support 
on IT utilization to achieve organizational performance and competitive advantage. The respondents were represented by the 
owners or managers of SMEs. Partial Least Square was used for data analysis. The results show that; (1) there are a significant 
positive influence of management commitment, indirect government support and direct government support on IT utilization, 
(2) there is a significant positive influence IT utilization on organizational performance, (3) there is no significant positive 
influence IT utilization on competitive advantage and (4) there is a significant positive influence competitive advantage on 
organizational performance.   




Creative industry in Indonesia, including in Yogyakarta province has finely growth. Although it is still in small and 
medium scales, it is able to provide jobs with promising business prospect. The potency of local product in 
Yogyakarta, especially creative industry is still major (Kedaulatan Rakyat, 2013). It is largely known that the province 
of Yogyakarta is pretty advanced in terms of creative industry, especially in handcraft, animation and fashion 
industries. This has made the province of Yogyakarta as one of the barometer of highly creative products that has 
its own attraction for tourists. It seems that this condition is in accordance with the target of Indonesia’s government 
to make Indonesia as the center of creative industry of ASEAN region in 2014. Unfortunately, in general, the 
utilization of IT in creative SMEs is relatively low (Achjari et al., 2010). The reason is limitation of budget, human 
resource, technology, knowledge and expertise in managing business (Welsh and White, 1981; Levy and Powell, 
2005; Gutter and Saleem, 2005; Cui, et al., 2008). Besides, there is a finding of low management commitment and 
expectation for government support. Survey proved that management commitment (Ghobakhloo et al., 2011) and 
government support (Alam and Noor, 2009; Mensah and Saffu, 2010) have an influence toward IT utilization. It is 
already known that SMEs with IT possession in Yogyakarta haven’t utilized their IT for strategic activities (Wahid 
and Indarti, 2007; Muafi, et al., 2012). 
 
2. LITERATURE REVIEW AND HYPHOTESES 
2.1 MANAGEMENT COMMITMENT AND IT UTILIZATION 
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Top management should express their commitment constantly and transparently to the other organization member 
within the organization. Natalisa (1999) advised that a leader high management commitment should be able to 
motivate the employees and show that he is a good and highly motivated leader. Management commitment and 
attitude in utilizing IT has a significant influence towards IT utilization (Ghobakhloo, et al., 2011; Jones and Griffith, 
2005, Kwahk, 2006). Compeau and Higgins 1995) shows that persuasion from manager to organization members has 
a higher correlation in utilizing IT rather than social pressure from colleagues and underlings. The role of top 
management has a strategically central position for all company activities for current and future condition, including 
IT utilization (Ghobakhloo, et al., 2011).  
Endraswari (2006) stated that the success of IT implementation relies on the participation of top management. The 
involvement of top management becomes an important matter to apply IT because IT is an integrated part of 
company planning and it depends on top management decision. Top management support can serve as participants 
and parties that have involvement. Top management should be actively learning the benefits that can be obtained 
from using computer in organizational activities even though (Jarvenpaa, Sirkka and Ives, 1991) stated that executives 
have no necessity to be the experts on IT.  
Endraswari (2006; Jarvenpaa, et al., 1991) added that top management participation means involvement and decision 
in utilizing IT, especially in the process of planning, developing and implementing information system. Such 
participation may take form as time and energy related to IT. Furthermore, Endraswari (2006) also added that the 
role of top management is creating and reviewing the process of planning, monitoring and evaluating results. Other 
significant matter is stated by Molla (2004) that management should have a continuous commitment in utilizing IT 
for long term use. This is important considering SMEs in developing countries must be able to grow and develop 
into SMEs with high performance and competitive advantage. 
Hypothesis 1: There is significant positive influence of management commitment on IT utilization. 
 
2.2 GOVERNMENT SUPPORT AND IT UTILIZATION 
Government has a significant role in utilizing IT for SMEs including promotion and support of SMEs network (Alam 
and Noor, 2009). Government could also be the force to push the use of e-commerce by a company (Xu, et al., 
2004). Supports can take form as financial support for online tax and e-procurement system, the enactment of law 
and policy regarding IT utilization and safety, as well as deciding software standard to be used by a company (Cui et 
al., 2008). Sarosa and Underwood (2005) stated that support and government regulation is expected by SMEs in 
Indonesia to support their business. 
Mensah and Saffu (2010; Tambunan, 2007; Maynard, 2007) adds that government support has a significant role to the 
increase of SMEs performance. This support can be direct or indirect. Indirect support takes form as policies and 
regulations as well as creating conducive environment for SMEs business development (Tambunan 2007; Maynard, 
2007). Direct support takes form as financial support and business development service such as marketing and 
training (Tambunan, 2007; Maynard, 2007). Molla (2004) adds that government should be committed to SMEs in 
utilizing IT through promotion, supports, facilities and e-commerce as well as providing tools and other aspects. 
Munizu (2010) adds that external factors like Indonesia government policy has a significant and positive influence 
towards SMEs performance. 
Hypothesis 2: There is significant positive influence of indirect government support on IT utilization. 




2.3 IT UTILIZATION, COMPETITIVE ADVANTAGE AND ORGANIZATIONAL PERFORMANCE 
Several literatures explained that IT can be useful for business support and to increase organizational performance 
(Sarosa, 2007; Andrew and Papp, 2000). Furthermore, IT utilization on business organization in Malaysia has been 
proven strategic to support competitive advantage (Valida, et al., 1994). IT has the capacity to support and influence 
competitive advantage. IT helps organization to optimize and control functional operation in decision making process. 
IT can also be used as competitive tool as a popular instrument to influence organizational performance and 
processing technology coordination and corporation as good as business strategy (Daneshvar and Ramesh, 2010). 
Sarosa (2007) explained that the utilization of IT on SMEs can be classified as: (1) internal development where SMEs 
may use and develop IT to solve company’s internal resources issues, (2) external development where SMEs may 
use and develop IT software for external use, (3) commercial off the self (COTs) implementation where SMEs may 
obtain COTs product with or without IT adaptation, and (4) management application managed by vendors. In 
comprehension of Soh and Markus (1995), IT may make business to run efficiently, effectively, and more flexible as 
well as innovative. The outcome from IT is also affecting organization structure, task and employee. IT users often 
feel resistant later when IT has been implemented (Bjorn-Anderson, 1988). The satisfaction of IT users and IT 
utilization is an important criterion in seeing a success when IT is implemented (Pinto, 1994; Jones and Griffith, 2005). 
Furthermore, related to organizational performance, it needs to be known that several empirical studies show that 
organizational performance can be measure by using different methods. 
Based on several authors, organizational performance can be determined with financial and non-financial performance 
(Muafi, 2009). In this research, financial measurement is used including effectivity, efficiency and organization 
adaptation (Homburg, et al., 1999), job satisfaction (Harel and Tzafrif, 1999), and service (Alleyne, et al., 2005). The 
results from several previous researches show that competitive advantage influences organizational performance 
(Majeed, 2011; Agha and Alrubaiee, 2012; Rose, et al., 2010). A superior organizational performance reflects a 
company’s competitive advantage. Competitive advantage is an ability to win market competition through distinct 
way that can’t be done by competitors. Competitive advantage will be obtained if a company able to use their 
superior resources, including skills to achieve a superior customer value and a relatively low cost (Porter, 1998).  
Competitive advantage can also be enhanced from company’s age. Company’s age has an enhancement effect for 
company’s competitive advantage. A finding by Ismail et al. (2010) concluded that company’s age is the only thing 
able to enhance the relationship between competitive advantage and organizational performance. Such relationship 
can be achieved in a really old company while company size has no enhancement effect on the relationship between 
competitive advantage and organizational performance. Such relationship can be achieved in a really old company 
while company size has no enhancement effect on the relationship between competitive advantage and organizational 
performance. 
Hypothesis 4: There is significant positive influence of IT utilization on organizational performance. 
Hypothesis 5: There is significant positive influence of IT utilization on competitive advantage. 
Hypothesis 6: There is significant positive influence of competitive advantage on organizational performance. 
        
3. METHODOLOGY 
This research is survey research. The population is all creative SMEs in Yogyakarta. The main reason is every SMEs 
in this region has a big interest in IT utilization (Muafi, et al., 2012). Purposive sampling was used for respondents 
with 368 of those giving back the questionnaires (response rate of 92%).Type of data used in this research is primary 
and secondary data through questionnaires and publication. The questionnaire given to respondents are closed one 
and asked the owners perspective regarding their business in Yogyakarta. The scaling technique used for each 
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variables is Likert Scale with 7 answer alternatives from very highly disagree to very highly agree. The amount of 
item for every variable is as following: management commitment (4 items), direct government support (5 items), 
indirect government support (5 items), IT utilization (5 items), organizational performance (4 items) and competitive 
advantage (5 items). Data were analyzed with PLS (Partial Least Square). The reason is PLS is a powerful technique 
to analyze latent variable in structural equation model with various indicators (Sirohi et al., 1998), PLS also does not 
require a normal data distribution (Ringle, et al., 2005). Convergent validity test was used to see loading factor test 
with cut off point greater than 0.5 (Laudon and Laudon, 2000). The result shows that all items have values more than 
0.5. The reliability test in this research was analyzed by using Cronbach Alpha with cut off point greather than 0.6 
(Sarosa, 2007). The result shows that all variables have values more than 0.6. 
 
4. RESULTS 
4.1. DESCRIPTIVE RESPONDENS 
The respondents in this research is mostly having handicraft business (112 respondents – 30%), with the age less 
than 5 years (152 SMEs – 41%), with number of employees less than 50 people (298 SMEs – 81%) and using IT to 
type their reports (200 SMEs – 54%).  
 
4.2. TESTING HYPOTHESES  





Table 1: Path Coefficients 
Path coefficient  t-statistic Original 
Sample 
Sign Result 
H1 : Com → Itutil 2.811 0.243* 0.005 H1 is accepted  
H2 : IG → ITutil  2.980 0.297* 0.003 H2 is accepted 
H3 : DG → Itutil 4.285 0.373* 0.000 H3 is accepted 
H4 : ITutil → Perf 3.472 0.373* 0.001 H4 is accepted 
H5 : ITutil → CA 0.151 0.019 0.880 H5 is rejected 
H6 : CA → Perf 10.261 0.768* 0.000 H6 is accepted  
            Note: * significant at alpha 5% 
 











It is undeniable that SMEs in Indonesia able to increase the force of Indonesia’s economy (Muafi et al., 2012; Sarosa, 
2007). First finding in this research shows that SMEs owners have a high level of commitment in utilizing IT 
(Hypothesis 1 is accepted). This findings is in accordance with researches from (Ghobakhloo, et al., 2011), (Jones 
and Griffith, 2005), (Kwahk, 2006), (Thong and Yap, 2004). Unfortunately, IT utilization is mostly for typing, doing 
reports, internet access, presentation, product design and other various application that haven’t fully used for 
strategic concern to support business development and to face global competition. In general, they haven’t had an 
integrated information system for all management functions such as finance and accounting, production, sales, 
purchasing, project management, service and various others. 
As advised by [Endraswari, 2006) that managements are able to provide time and energy to manage their IT for the 
sake of strategic and operational decisions, especially to make and to review planning and to monitor and to evaluate 
















including in utilizing IT [Ghobakhloo et al., 2011). They need to be involved and actively take part especially in the 
process of planning, developing and implementing information system.  
This altogether doesn’t mean anything if there is no support from the government. The result shows that direct and 
indirect support by the government has a significant influence on IT utilization (Hypothesis 2 and 3 are accepted).  
Government should be giving supports for SMEs. Indirect support includes: government regulation, 
exhibition/promotion, and payment service, business climate as well as protecting design, process and product of 
creative SMEs through copyrights. This will help SMEs from foreign pursuit and claim. Direct support includes: giving 
work capital with low interet, donation, facilities, tax reduction, training, assistance and software help. This is deemed 
important for creative SMEs considering global era such as now is highly competitive. 
This finding also in accordance the research by (Sarosa and Underwood, 2005), (Mensah and Saffu, 2010), (Thong 
and Yap, 2004) that supports and regulations by the government is expected by SMEs in Indonesia to support their 
business. The result from this research also concluded that by utilizing IT, SMEs operational performance will also 
increase. IT utilization has a significant positive influence on organizational performance of creative SMEs in 
Yogyakarta (Hypothesis 4 is accepted). This also is in line with the finding from (Sarosa, 2007), (Andrew and Papp, 
2004). They realized that the utilization of IT will make their company be more effective, efficient and increase their 
job satisfaction and service as well as organization may adapt with external environment pressure.  
Unfortunately they still have a perception that IT utilization will not increase their competitive advantage. The finding 
concluded that IT utilization has no significant positive influence on competitive advantage of creative SMEs in 
Yogyakarta (Hypothesis 5 is rejected). This is in accordance with the finding of (Valida, et al., 1994). This is quite 
unfortunate seeing an integrated IT utilization could support SMEs to increase performance and company competitive 
advantage. 
In reality, creative SMEs in Yogyakarta realized that by having competitive advantage they can also create a superior 
organizational performance. The finding shows that competitive advantage has a significant positive influence on 
organizational performance (Hypothesis 6 is accepted). This result also is in line with the finding by (Majeed, 2011), 
(Agha and Alrubaiee, 2012), (Rose et al., 2010). It needs to be noticed that SMEs still haven’t had the ability to win 
market competition through distinct ways let alone with their IT. ERP (Enterprise Resources Planning) is one of the 
alternatives to solve this problem. 
 
6. IMPLICATION 
In increasing performance and competitive advantage, SMEs need to increase their skill, knowledge and ability, 
creativity and innovation for their organization. Besides, creative SMEs in Yogyakarta needs to be committed to have 
people equity for employees and management because it helps to push the increase of IT utilization for more strategic 
use for both. Work experience and competency of human resource can be done by doing human capital mapping 
related to their capability to plan, implement and evaluate company IT. This is highly needed so that SMEs can 
compete in global era such as now. This will all run smoothly if there are supports from government. The limitation 
in his study are as following: (1) data analysis were collected from one source only which is the perception of top 
management/owner of represented SMEs, (2) this study used a subjective response for each individual within SMEs, 
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